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For nearly 80 years now, Premier Tech has been building its know- 
how and reputation on the various technology-oriented opportuni- 
ties offered by sphagnum peat moss, an abundant natural 
resource in Canada. Its eight business units, which operate in five 
areas - Packaging, Environment, Horticulture, Industrial and Life 
Sciences - have the mission to become technological and com- 
mercial leaders in their respective fields of expertise. Buoyed by 
a multidisciplinary team of over 1 200 people based in Canada, the 
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United States and Europe, Premier Tech is building on the devel- 
opment of its personnel, research and development, the introduc- 
tion of value-added products, and proactive management of its 
business units’ manufacturing operations. Its strategic approach 


is supported by ongoing market development efforts in 


Americas, Europe and Asia. Premier Tech shares are listed on the 


Toronto Stock Exchange, in Canada, under the symbol PTL.A. 


FINANCIAL HIGHLIGHTS 


(in thousands of dollars, except for amounts per share and ratios) 2002 2001 2000 1999 1998 1997 

OPERATIONS 

SALES 183 223 172 414 150 734 139 243 108 639 90 135 

NET EARNINGS 4618 3017 1 852 4 373 3 702 873 
PER SHARE (BASIC) 0.29 0.19 0.12 0.32 0.27 0.06 
PER SHARE (FULLY DILUTED) 0.29 0.19 0.12 0.31 0.27 0.06 

OPERATING CASH FLOWS 13 512 9 744 13 089 13 855 9 650 6 408 
PER SHARE 0.84 0.61 0.88 1.02 0.73 0.48 


FINANCIAL PosITION 


TOTAL ASSETS 153 501 149 882 134 331 120 240 101 674 86 566 
WORKING CAPITAL 31 905 26 979 26 214 26 093 28 693 13 526 
LONG-TERM DEBT 41 410 40 247 41 010 30 184 29 667 17 110 
INTEREST-BEARING DEBT 62 188 75 346 64 582 50 267 41 405 38 593 
REDEEMABLE PREFERRED SHARES 0 0 0 9 926 9 093 8 229 
TOTAL LIABILITY 105 481 106 480 94 012 83 473 69 455 58 049 
SHAREHOLDERS’ EQUITY 48 020 43 402 40 319 36 767 $2 2119) 28 517 

PER PARTICIPATING SHARE 2.99 Daal 2253) 2.45 2.18 1.91 
AVERAGE NUMBER OF OUTSTANDING 

PARTICIPATING SHARES 16 043 695 15 994 150 14 937 824 13 519 090 13 296 271 13 296 271 
Ratios 
WORKING CAPITAL 1.57 1.46 52 1.62 1.93 1.41 
LONG-TERM DEBT/ 

SHAREHOLDERS EQUITY 0.86 0.93 1.02 1.06 1.20 0.89 
LEVERAGE 1.30 1.74 1.60 1.64 (by 1.64 
DEBT SERVICE 1.49 1.25 1.53 1.83 1.76 1.66 
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Message 


to shareholders 


Thanks to the strategies implemented over the past few years, Premier Tech 
was able to increase its revenues as well as substantially improve its earnings 
in fiscal year 2002, enabling conclusive results at year-end. Those strategies 
hinge on, among other things, new market penetration and geographical 
expansion of several business units. Ongoing development and marketing of 
new products have also enabled the Company to continue innovating in all 
areas of its operations, thereby strengthening the technological leadership of 


several of its business units. 


Increased revenues and improved earnings 

Premier Tech’s sales figure rose 6.3% during fiscal year 2002 to reach $183.2 
million, up from $172.4 million the previous year. Earnings before income taxes 
amounted to $8.4 million for the year ended June 1, 2002, an increase of 130.4% 
compared with $3.6 million for the fiscal year ended June 2, 2001. The Company 
closed the fiscal year with net earnings of $4.6 million, or $0.29 per share, com- 


pared with net earnings of $3 million, or $0.19 per share, in fiscal year 2001. 


Solid performance by all business units 

Premier Tech Packaging, Premier Tech Environment and Erin Systems per- 
formed particularly well in fiscal year 2002, increasing both their revenues and 
their segmented earnings. Premier Tech Packaging and Erin Systems were 
able to improve their results, despite increased competition on the European 
market. Our business units’ solid performance is the meaningful result of the 
Company’s sound innovation and market strategies, which are based on inte- 


grated, overall customer supply offerings. 


Premier Horticulture delivered excellent segmented earnings, despite lower revenues due to a 
52-week fiscal year compared with 53 weeks in 2001 as well as to the adverse weather conditions expe- 
rienced throughout North America in spring 2002. These conditions were not favourable to gardening, 
leading to a slowdown in consumer buying and a lower-than-normal sales volume for this time of year. 
Premier Horticulture responded swiftly to the situation in order to reduce its costs and minimize the 
impact of these external factors. 


Completion of Premier Horticulture’s strategic 
investment 

In fiscal year 2002, Premier Horticulture completed 
the construction of two new plants in Manitoba 
and Alberta (Canada) to enable the production of 


value-added sphagnum peat-based products. vesidiauaiial — ; Olds Plant, Alberta 
Opened in the fourth quarter of fiscal year 2002, 
these facilities will be operating at full capacity beginning in the first quarter of fiscal year 2003. 


Geographical expansion of the Packaging business area 

In the fourth quarter of 2002, Premier Tech acquired the assets, intellectual property and rights to 

various technologies of the British company Clyde Richard Simon Ltd.; the firm has since been integrated 

into the operations of Premier Tech Packaging. This strategic investment had two main objectives: first, 

to acquire a leading-edge weighing technology for flexible industrial packaging, recog- 
' nized as one of the most advanced in Europe. This technology will be adapted and 

CGN launched on the North American market in early fiscal year 2004. Second, it had 

become necessary for Premier Tech Packaging to establish a technical support centre 


Recognized in its markets. and a team in Great Britain in order to better serve its European customers. 
by this visual identity 


In 2002, Premier Tech launched the MOBILISATEUR II program, which covers all 
of the research and development initiatives of four of Premier Tech’s business 
units: Premier Tech Packaging, Premier Tech Environment, Premier Tech 
Biotechnologies and Erin Systems. The program objectives are described in 


greater detail on the following pages. 


Based on the market outlook for each of our business units, the recent trends 
in environmental regulation and the heightened public awareness of chemical 
fertilizer and pesticide use, Premier Tech is strongly positioned to tap into 
new development opportunities. 

One of the most noticeable trends today is the growing environmental 
awareness of both consumers and businesses. An increasing number of retai- 
lers in Canada and the United States are responding to the consumer concern 
for protecting the environment by offering more environmentally friendly pro- 
ducts. In short, communities are increasingly aware of and preoccupied with 
the matter of public health. 


Launching of MOBILISATEUR II 


Minister Martin Cauchon with Jean Bélanger 
of Premier Tech at the press conference 


The above outlooks and trends clearly show that Premier Tech is 
favourably positioned around the thrusts of its corporate strategy, imple- 
mented in the 1990s, and that it can now reap the rewards. 

Of course, Premier Tech will continue to seek new technologies 
that can help its business units grow and satisfy its broad customer base 
through business and intellectual property acquisitions as well as strate- 
gic alliances. 

Always with an eye to the future and true to its roots, Premier 
Tech is banking on its corporate culture and values to successfully meet 
customer expectations and create a stimulating work environment for its 
team members. Premier Tech is determined to seize and capitalize on 
every business opportunity that comes its way and is optimistic about the 
coming fiscal year. 
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Bernard Bélanger 
Chairman of the Board 


Chief Executive Officer 


Highlights 


of the business units 


Premier Horticulture 
@ 15.4% increase in segmented earnings 


@ Continued market penetration of our value-added products, with an 


increase in sales of more than 9.5% 


@ Opening of two new facilities ies 
for the production of peat-based 
value-added products in Ste. 
Anne, Manitoba, and Olds, 
Alberta 


GE TEXTERIENE @ Enhancement of our 


ULANT DE 
E BIOLOGIQUE 


Ts NaTURaES R “Customer Service +” program 


Erin Systems 


@ 29.1% growth in sales figure and 138.2% increase in segmented earnings 


@ Integration of the business unit in the MOBILISATEUR II program 


@ Forging of a strategic alliance with Austrian firm Hart! Anlagenbau GmbH 


for joint product design and marketing, notably a line of industrial mobile 


Protec 


crushers 


@ Continued market penetration of the FINGERSCREENER technology plat- 
form, resulting in a 48.6% increase in the number of units shipped 


Premier Tech Environment 

@ 36.3% growth in sales figure 

@ 68.1% increase in the number of units shipped to the US market and 
25.1% increase in units shipped to the Canadian market thanks to the com- 


mercial success of the Ecoflo® Biofilter 


@ Initiation of Ecoflo® Biofilter registration in France 


@ New joint venture with Irish partners for the purpose of offering the complete Premier Tech 


Environment product line in Ireland 
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@ Integration of Clyde Richard Simon Ltd. of Great Britain, now operating 
under the name of Richard Simon Ltd. 


@ 13.4% growth in sales figure and 240.4% increase in 
segmented earnings 


@ Sustained penetration of the 
FFS-200 technology platform in 
many markets 


UBM Gravity Weighirg Syste 


AP-400 High Level Palletizer 


Premier Tech Industrial 


@ Sustained commercial penetration of the new 
international palletizer platform launched in 2001 


@ Introduction of a “Lean Manufacturing” initia- 
tive, which will be fully implemented in the third 


quarter of fiscal year 2003 


Premier Tech Biotechnologies 


@ Continued increase in shipments of MYKE™ pro- 
ducts, now sold in over 500 outlets across Canada, 


including many superstores and garden stores 


@ Start-up of the Centre de développement de 
procédés de production biotechnologique in the 


third quarter of fiscal year 2002 


Mobilisateur Ill 


Fiscal year 2002 saw the official launching of the MOBILISATEUR II program, 
whose objective is to continue the research and technological innovation 
efforts initiated under PROGRAMME MOBILISATEUR I, which ran from 1997 to 
2001. The new program will build on the experience acquired during 
PROGRAMME MOBILISATEUR | while targeting more of its efforts between the 
time of technological breakthrough and the full-scale commercialization of a 
new product. MOBILISATEUR II represents a forecasted total investment of 
$41.5 million over four years for the business units Premier Tech Packaging, 


Premier Tech Environment, Erin Systems and Premier Tech Biotechnologies. 


Total investment for PROGRAMME MOBILISATEUR I, which ended in June 
2001 and was a success on all levels, amounted to $22.7 million. In all, 34 new 
products were developed and marketed, and every one of the program’s inno- 


vation and marketing objectives were achieved, on time and within budget. 


Il - OBJECTIVES AND RESULTS 


Description Mobilisateur | | Mobilisateur II 
Objective | Results Objective 

ve $22.9 million $22.7 million | $41.5 million | 
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Government partners in MOBILISATEUR II 
Once again, Premier Tech will have the support of two government partners in carrying out 
MOBILISATEUR II : Canada Economic Development (CED), which has committed $9.2 million, and 
Technology Partnerships Canada (TPC), which has committed $9.9 million. Together, the two partners will 
be contributing a total of $19.1 million to MOBILISATEUR II in the form of royalty-based contributions. 
This is in addition to Premier Tech’s own investment of $22.4 million. 

MOBILISATEUR II, which runs from 2001 to 2005, aims to develop and market 55 new products in 
four of the Company’s business units: Premier Tech Packaging (14 products), Premier Tech Environment 
(17 products), Erin Systems (13 products) and Premier Tech Biotechnologies (11 products). 


Addition of a technology showcase component 
In addition to research, development and innovation, MOBILISATEUR II includes a new technology show- 
case component. Premier Tech decided to add this new element to its R&D approach in order to, among 
other things, set up demonstration platforms under actual operating conditions, facilitate the integration 
and application of the new tectinologies, and accelerate product registration and homologation. 

The goal of this new component is to compensate for the grey area that exists between the com- 
pletion of the product research and development stage and the full testing of the product on the targeted 


application markets. Following the necessary trials and adjustments, the 


Expected effect of technology showcases on 


product is ready for full-scale marketing with better commercial results. x 
market penetration of products 


The technology showcase component does not involve promotional, mar- 
with 


keting or prospecting activities; rather, its purpose is to facilitate the 
showcase 


introduction and integration of new technologies in the plants or opera- 


@ without 


tions of reference customers who agree to serve as beta sites for 
showcase 


demonstration and validation. The expected result is maximum return on 
R&D investments and faster commercial results on both North American 


and international markets. 
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Products launched 
in 2002 


Through the MOBILISATEUR | and MOBILISATEUR II programs, Premier Tech is 
pushing forward one of its key strategic initiatives, namely, the development 
and launching of new products. 

Several of those products, developed in our laboratories and demon- 
strated at customers’ production sites, were launched in 2002. In all, 
17 new products were officially marketed, generating sales of over $7.8 million 


during fiscal year 2002. 
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2 TFS-440 Tubular Form Fill and Seal Bagger 

3 HFS-70 Horizontal bag placer for Bat Baggers 

4 AP-425 International High Level Bag 
Palletizer 


RotoFix™ rotating biological contactor 


The success of both MOBILISATEUR programs is reflected in the sales 


results of the participating business units, as shown below. 
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Participating Business Units 
Premier Tech Packaging, Premier Tech Environment 
Premier Tech Biotechnologies, Erin Systems 


Premier Tech 


and the community 


Social and community involvement have special meaning for Premier Tech, a 
company firmly rooted in its region with a strategic vision of sustainable 
development. Apart from its day-to-day operations, Premier Tech participates 


in several areas of community life and strives to continue playing an active 
role at the local level. 


Providing a stimulating work environment in an outlying region 
Premier Tech encourages young people to pursue their educa- 
tion by offering them financial support. In fiscal year 2002, we 
awarded some $15 000 in scholarships to high school, college 
and university students. 
With more than 20 internships provided in 2002, 

Premier Tech is demonstrating that it is possible for young peo- 
ple to live and work outside the great urban centres while 
enjoying an enviable quality of life. Career opportunities that 
are every bit as competitive as those offered in big cities give 
graduates a chance to help achieve the Company's business 
goals and adhere to its corporate vision while continuing their 
personal and professional development. 


Supporting amateur and elite sports 

For years, Premier Tech has encouraged and supported 
amateur sport through a donation and sponsorship pro- 
gram for local sports associations and teams. We also 
support elite athletes in various sports, at every step of 
their career, since we believe in accompanying them in 


their quest for excellence. 


Encouraging our team members’ social involvement 
As in the past, individual members of the Premier Tech team participated in fundraising campaigns to 
help numerous educational, sports and charitable organizations. 

This active involvement of our team members in social and cultural life is a telling example of 
the Company’s strong roots in the various regions in which it operates. 

We feel it is important to underline our team’s response to the tragic events of Sept. 11, 2001. 
Following the terrorist attacks in the United States, the team members showed their generosity by orga- 
nizing a special fundraising drive, with the Company matching the amount raised. Thanks to their efforts, 
the Red Cross International Relief Fund was presented with a cheque for $19 474.14. 


Protecting the environment and Premier Tech's strategic resource 
Since our business grew out of sphagnum peat moss, Premier Tech feels it 
ca is its duty to promote the conservation of this natural resource and the qua- 
Ducks Unlimited Canada 
lity of the environment. 
For years, the Company has been a partner and sponsor of Ducks Unlimited Canada, a world 
leader in wetlands and associated habitats conservation. 
In addition, as an international groundbreaker in peatland restoration, Premier Tech is stepping 
up and increasing its research and freely shares the knowledge acquired in order to preserve this valu- 


able environmental asset and ensure its integrated and sustainable management. 
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MANAGEMENT'S COMMENTS ON THE COMPANY’S RESULTS AND FINANCIAL POSITION 


During the period ended June 1, 2002, Premier Tech’s sales continued to grow despite a 52-week fiscal year compared with 53 weeks the 
previous year, and despite the poor weather in spring 2002. In fact, sales were up 6.3% from the previous year to $183.2 million at fiscal 
year-end 2002. 

The Company's net earnings also rose substantially, reaching $4.6 million, or $0.29 per share, compared with $3 million, or $0.19 per 
share, the previous year. 

Cash flows from the business units’ operations climbed 38.7% from $9.7 million last year to $13.5 million this year. 


OPERATING RESULTS 
Consolidated sales reached $183.2 million, a 6.3% increase over the previous year’s $172.4 million. The Company continued to pursue its 
development plans in all of its business units. 

As at June 1, 2002, earnings before depreciation and amortization, scientific research expenses, interest, bank charges and income 
taxes were $23.5 million, or 12.8% of sales, compared with $19.4 million, or 11.3% of sales, at the previous year-end. 

Amortization expenses rose from $8.2 million in 2001 to $8.7 million in fiscal year 2002. The increase is primarily attributable to the 
installation of new equipment in Premier Horticulture’s plants under the business unit's strategic investment program. 

R&D spending, net of government grants, totalled $1 million in 2002, a substantial decline from the $1.5 million spent on R&D during fis- 
cal year 2001. The Company's total R&D investments before tax credits and government grants amounted to $5.1 million, versus $6.2 million 
the previous year. R&D spending was lower than in the previous year owing to the implementation of the MOBILISATEUR II program later 
than expected. Phase 2 of this major research, development and innovation program was officially launched in January 2002 and represents 
a total investment of $41.5 million over four years. Since 1997, the year the first MOBILISATEUR program was launched, the Company has 
invested $27.3 million in R&D and innovation projects to ensure its long-term growth. 

Financial expenses for the year ended June 1, 2002, totalled $5.3 million, compared with $6.1 million in fiscal year 2001. The improve- 
ment is attributable to tighter management of non-cash working capital items and lower interest rates. 

Earnings before income taxes increased 130.4% from $3.6 million in the fiscal year ended June 2, 2001, to $8.4 million for the fiscal year 
ended June 1, 2002. 

In fiscal year 2002, income taxes represented 44.99% of earnings before income taxes, compared with 17.22% the previous year. The 
discrepancy between the effective tax rates for the two fiscal years is largely due to tax adjustments and recovery in the amount of $0.9 
million, or $0.06 per share, in fiscal year 2001, which reduced the Company's effective tax rate from 42.28% to 17.22%. 

Net earnings stood at $4.6 million, or $0.29 per share, compared with $3 million, or $0.19 per share, the previous year. The increase 
reflects all of the factors discussed above. 


SEGMENTED RESULTS 
The following information refers to Note 17 of the financial statements. More specifically, the business units’ segmented earnings repre- 
sent earnings before scientific research expenses, financial expenses and income taxes. 

Premier Horticulture posted sales of $110.4 million, down 3.2% from $114.1 million the previous year. The decline is primarily the result 
of a 52-week fiscal year in 2002 versus 53 weeks in 2001, coupled with the adverse weather conditions throughout North America in spring 
2002. The business unit pursued its strategy for positioning its products in superstores by introducing new value-added consumer products. 

Premier Horticulture’s segmented earnings were $11.8 million, or 10.7% of sales, compared with $10.2 million, or 8.9% of sales, for the 
same period the previous year. The increase is primarily attributable to lower transportation costs, an increase in sales of value-added 
products as a percentage of total sales and tighter control of spending. 

Premier Tech Packaging recorded sales of $33.5 million during fiscal year 2002, up 13.4% from $29.6 million the previous year. The sales 
growth is attributable to greater market penetration in North America and the continued success of our approach based on long-term 
strategic relations with national accounts. 

Premier Tech Packaging’s segmented earnings were $2.5 million, or 7.4% of sales, compared with $0.7 million, or 2.5% of sales, the pre- 
vious year. The improvement is the result of several factors: reorganization of the European sales network, greater manufacturing efficien- 
cy, and a favourable US exchange rate coupled with an increased percentage of sales in the United States. 

Erin Systems saw its sales jump 29.1% from $20.2 million last year to $26.1 million this year. The rise is due to, among other factors, the 
market introduction of new mobile equipment (FINGERSCREENER 125T and STARSCREENER 200A) and increased penetration of certain 
European markets. 

Erin Systems recorded segmented earnings of $2.2 million, or 8.3% of sales, versus $0.9 million, or 4.5% of sales, the previous year. The 
improvement in segmented earnings is the result of the sales growth and constant cost control. 

Premier Tech Environment's sales shot up from $13.1 million in 2001 to $17.9 million in 2002, a 36.3% increase. The business unit suc- 
cessfully continued its strategy for selling the Ecoflo® Biofilter on the Canadian and US decentralized wastewater treatment markets, as 
well as furthered its growth through the market introduction of new leading-edge technologies, such as the RotoFix™ wastewater treatment 
system for commercial, community and industrial applications. 

Premier Tech Environment recorded segmented earnings of $0.5 million, compared with $0.4 million for the same period the previous 
year. 

Premier Tech Biotechnologies continued to position its MYKE™ product line on the Canadian market during 2002 by introducing three 
new products. Canadian merchants’ positive response to these products and heightened public awareness of the risks associated with the 


use of chemical products for gardening are good signs for the business unit’s strategic development and growth opportunities. 
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FINANCIAL POSITION 
Operating cash flows for the fiscal year ended June 1, 2002, amounted to $13.5 million, a 38.7% increase over the $9.7 million recorded in 
fiscal year 2001. 

In 2002, the Company's working capital stood at $31.9 million, versus $27 million the previous year. The working capital ratio was 1.57:1, 
compared with 1.46:1 the previous year. Non-cash working capital items generated liquid assets in the amount of $9.7 million, after using 
$11.7 million the previous year. The significant improvement in working capital is attributable to tighter management of certain balance 
sheet items such as accounts receivable, inventory, accounts payable and accruals. 

Accounts receivable totalled $41.2 million as at June 1, 2002, compared with $43.5 million as at June 2, 2001. 

As at June 1, 2002, inventory was valued at $41.7 million, or 22.7% of sales, compared with $40 million, or 23.2% of sales, as at June 2, 
2001. Despite the increase of $1.7 million, inventory as a percentage of sales was down 0.5%. 

At year-end, accounts payable and accruals amounted to $32.4 million, or 17.7% of sales, versus $23.7 million, or 13.7% of sales, at the 
previous year-end. 

As at June 1, 2002, the net value of fixed assets was $52.1 million, including investments of $11.2 million during the year to complete 
the installation of new mixing line equipment at the Premier Horticulture plants in Olds, Alberta, and Ste. Anne, Manitoba and to acquire 
various assets to sustain the business unit's growth. 

Intangible and other assets amounted to $4.6 million as at June 1, 2002, compared with $6.2 million as at June 2, 2001. 

Total assets were up from $149.9 million at the previous year-end to $153.5 million as at June 1, 2002. 

The long-term debt including the current portion stood at $49.2 million as at June 1, 2002. The Company used the last of the $12 million 
in term credits obtained from its main financial partners in February 2001, and contracted new credits in order to finance select equipment. 
During fiscal year 2002, the Company contracted new commitments totalling $8.9 million, whereas its repayments under existing credit 
agreements totalled $7.1 million. 

As at June 1, 2002, the Company had interest-bearing debts in the amount of $62.2 million, compared with $75.3 million as at June 2, 
2001. The decrease mainly reflects the improvement in non-cash working capital items and the higher operating cash flows mentioned 
above. 

At year-end, long-term liabilities stood at $49.6 million, versus $47.7 million at the previous year-end. 

Shareholders’ equity rose $4.6 million from $43.4 million in fiscal year 2001 to $48 million in fiscal year 2002. The book value per par- 
ticipating share was $2.99. The long-term debt/equity ratio is currently 0.86:1, compared with 0.93:1 the previous year. 


Summary statement of cash position and financing sources 


Cash and capital resources 
(in thousands of dollars, except for ratios) 


2002 2001 
$ $ 

OPERATING CASH FLOWS 13 512 9744 
EARNINGS BEFORE INTEREST, TAXES, DEPRECIATION AND AMORTIZATION 22 473 17 909 
WORKING CAPITAL 31 905 26 979 
WORKING CAPITAL RATIO 1.57 1.46 
CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES 23 223 (2 003) 
LONG-TERM DEBT (INCLUDING CURRENT PORTION) 49 152 47 340 
SHAREHOLDERS’ EQUITY 48 020 43 402 
LONG-TERM DEBT/SHAREHOLDERS’ EQUITY RATIO 0.86 0.93 
LEVERAGE RATIO 1.30 1.74 
DEBT SERVICE RATIO 1.49 1.25 


INVESTMENT PROJECTIONS FoR 2003 
The Company plans capital spending of around $5.5 million in fiscal year 2003 to support the regular activities of all its business units. This 
amount could be either higher or lower depending on the strategic decisions made during the year. 


Risk AND UNCERTAINTIES 

International markets account for 74.7% of the Company’s total sales, 62.1% of which are in the United States, which means that the majo- 
rity of sales are conducted in foreign currencies. Consequently, the Company is exposed to the uncertainties normally associated with fluc- 
tuating exchange rates, and uses financial instruments to mitigate their impact. 

In addition, climatic conditions can affect the production costs, selling prices and earning power of Premier Horticulture, which 
accounts for approximately 60% of the Company’s sales. For example, peat production and sales can vary with weather conditions. Since 
peat must be harvested during dry weather, frequent and abnormal precipitation can delay harvesting or reduce the yield. A particularly 
abundant harvest for the industry as a whole could lower the selling price of peat products, while adverse weather conditions during the 
selling season could have a negative effect on demand and, consequently, the Company's financial return. However, Premier Horticulture’s 
relative share of sales has gradually declined in recent years due to the Company’s diversification in other business sectors, which in turn 
reduces the potential impact of this risk factor. 

Aware that to fulfil its commitment as a socially and environmentally responsible enterprise, the Company must ensure that its efforts 
to grow and remain profitable reflect its environmental stewardship responsibilities. However, changes in government policies and regula- 


tions could affect the Company. 


21 


y= 


Risk ANDO UNCERTAINTIES (cONTINUED) 
Premier Tech owns mining rights and leases its Canadian peatlands from provincial governments. Historically, the Company has been able 
to renew its leases under similar terms to the existing leases. However, there is no guarantee that this will be the case in the future if 
changes are made to the legislation on mining rights and peatland exploitation. Such a scenario could have a major impact on the Company. 
Since a large portion of the Company’s debt consists of variable-rate advances, an interest rate hike would have an adverse effect on 
the Company’s results. 
Other risks and uncertainties that could affect the Company’s operations and results include the risks associated with contract exe- 
cution, legal proceedings and product liability, including obligations and costs related to defective products. The Company continues to 
adopt policies and provisions to mitigate these risks, such as the maintenance of all-risk insurance covering all aspects of its operations 


and internal control processes. 


OuTLooK 
Despite the uncertainties, the Company succeeded in posting sustained growth in both sales and earnings. 

Premier Tech's results outlook is excellent thanks to its enviable expertise in research, development, innovation and marketing of new 
products, something that will be drawn upon during implementation of the MOBILISATEUR II program, launched in fiscal year 2002. 

The Company’s continued success hinges on its ability to meet the needs of present and future customers. For that purpose, it has 
quality assets at its disposal so that it can adapt in pace with market development. More specifically in the horticultural industry, the 
Company owns major natural resources, all of which are strategically located. 

As part of its objective to ensure the sustained and dynamic development of each of its business units, the Company will continue to 
pursue strategic business alliance and integration opportunities that can enhance its value. 

The solid performance of the entire Premier Tech team clearly demonstrates the organization's ability to meet future challenges. 


CAUTIONARY STATEMENT 
Management's comments and analysis are intended to facilitate understanding of the audited consolidated financial statements and 
accompanying notes and should therefore be read in conjunction with that information. The comments and analysis may include objectives, 


projections, estimates, expectations and forecasts of the Company or management that are forward-looking. Positive or negative verbs 
such as to “believe,” “plan, 


wu wa 


estimate,” “expect” and “evaluate,” or similar expressions, are used to identify forward-looking statements. 
The Company cautions readers that, by their very nature, forward-looking statements involve major risks and uncertainties such that the 


Company's activities or results could differ significantly from those indicated, whether explicitly or implicitly. 


OI Ss 


Christian Dollo 
Senior Vice-President 
Chief Financial Officer 


MANAGEMENT'S REPORT 


The consolidated financial statements of Premier Tech and all information contained in this annual report are the responsibility of mana- 
gement and have been approved by the Board of Directors. Management's responsibility also includes the selection of appropriate accoun- 
ting practices in accordance with Canadian generally accepted accounting principles, and the preparation of reasonable estimates. 
Financial information presented elsewhere in this annual report is consistent with that in the financial statements. 


In keeping with its responsibilities, management maintains an internal control system designed to, among other things, provide reasonable 
assurance that the Company’s assets are properly safeguarded and that accounting records constitute an appropriate basis for the prepa- 
ration of reliable financial statements. 


Each year, the Board of Directors appoints an Audit Committee. The Audit Committee reviews the Company’s annual consolidated financial 
statements and recommends their approval to the Board of Directors. The Committee also studies reports on the Company’s accounting 
policies and methods and internal control systems. 


In management's opinion, these financial statements incorporate, within reasonable limits, all important elements and data available at the 
time of their preparation. 


SSS 


Christian Dollo 
Senior Vice-President 
Chief Financial Officer 


July 10, 2002 
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AupDITORS' REPORT 


To the Shareholders of Premier Tech Ltd., 


We have audited the consolidated balance sheet of Premier Tech Ltd. as at June 1, 2002, and the consolidated statements of earnings and 
retained earnings and of cash flows for the year then ended. These financial statements are the responsibility of the Company's manage- 
ment. Our responsibility is to express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disciosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement pre- 
sentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company as at 
June 1, 2002, and the results of its operations and its cash flows for the year then ended in accordance with Canadian generally accepted 
accounting principles. 


The consolidated financial statements as at June 2, 2001, and for the year then ended were audited by other auditors who expressed an 
opinion without reservation on those financial statements in their report dated July 12, 2001. 


PDAS Spee t A Ae 


Chartered Accountants 


Montreal, Canada 
July 10, 2002 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 
for the years ended June 1, 2002, and June 2, 2001 


(in thousands of dollars) 


SALES MOL 
EARNINGS BEFORE THE FOLLOWING ITEMS (NOTES 2 AND 3) 
DEPRECIATION AND AMORTIZATION (NOTE 4) 

SCIENTIFIC RESEARCH EXPENSES 
INTEREST ON LONG-TERM DEBT 
INTEREST AND BANK CHARGES 


EARNINGS BEFORE INCOME TAXES 


INCOME TAXES (NoTE 5) 
CURRENT 


FUTURE 


NET EARNINGS 
RETAINED EARNINGS, BEGINNING OF YEAR 
RETAINED EARNINGS, END OF YEAR . 
EARNINGS PER SHARE (NoTE 6) 
EARNINGS PER SHARE 

FULLY DILUTED EARNINGS PER SHARE 


The accompanying notes are an integral part of these consolidated financial statements. 


2002 


$ 
NB 228 LE 
23-483 


8 739 
1010 
3 487 
1 852 


HT AY 


Mie SUM 


3 932 


195) 0g 
ALLAN 


4618 


ALTE 
LAE 


0.29 
0.29 


2001 


172 414 
19 442 
8 175 
1533 
4015 
2.075 
15 798 


3 644 


1 987 


(1.360) 


627 


3017 
9 852 
12 869 


0.19 
0.19 
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CONSOLIDATED STATEMENT OF GASH FLOWS 
for the years ended June 1, 2002, and June 2, 2001 


(in thousands of dollars) 2002 i 2001 
$ ous 

OPERATING ACTIVITIES 
NET EARNINGS 4618 i 3017 
ITEMS NOT AFFECTING CASH: 

DEPRECIATION AND AMORTIZATION 8 739 i 8175 

GAIN ON DISPOSAL OF FIXED ASSETS (41) (88); 

WRITE-OFF OF INVESTMENTS 351 : 0 i 

FUTURE INCOME TAXES ANI At eae (155 WW 360) 
OPERATING CASH FLOWS 13 512 9 744 
NET CHANGE IN NON-CASH WORKING CAPITAL ITEMS vie UE ul 3971 LTE 
CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES WN H W _ 23 223 | (2 003) 
INVESTING ACTIVITIES 
BUSINESS AcauisiTION (NoTE 7) 0 (116) 
ACQUISITIONS OF FIXED ASSETS (11210) i (8 983) 
PROCEEDS FROM DISPOSAL OF FIXED ASSETS 155 1 213 
ACQUISITIONS OF INTANGIBLE AND OTHER ASSETS (2253) (2 715) 
GOVERNMENT GRANTS AND INVESTMENT TAX CREDITS | 2178 1097 


CASH USED FOR INVESTING ACTIVITIES 


FINANCING ACTIVITIES 


CHANGE IN BANK LOANS (8749) 6 100 
INCREASE IN LONG-TERM DEBT 8922 6 101 
REPAYMENT OF LONG-TERM DEBT (7 110) (6 234) 
INCREASE IN OTHER LONG-TERM LIABILITIES AND MINORITY INTEREST 1 065 1 060 
ISSUANCE OF CAPITAL STOCK (NET OF RELATED FEES) | 0 66 
CAsH PROVIDED ay (USED FOR) FINANCING ACTIVITIES =) 
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 6 221 (4 414) 


CASH (BANK OVERDRAFT), 
CASH (BANK OVERDRAFT), END 0 


(4 069) 


SUPPLEMENTAL DISCLOSURE 


INTEREST PAID i 4 976 6 084 
INCOME TAXES PAID 2696 1 936 


The accompanying notes are an integral part of these consolidated financial statements. 


CONSOLIDATED BALANCE SHEET 
as at June 1, 2002, and June 2, 2001 


(in thousands of dollars) 2002 | 2001 ] 
$ $ 
ASSETS 
CURRENT ASSETS 
CASH 2 152 0 
ACCOUNTS RECEIVABLE (Note 8) 41 160 H 43 477 
INVENTORY 41 715 j 40 012 
PREPAID EXPENSES 2 487 2 046 
87 829 85784 
INVESTMENT TAX CREDITS 5 610 | 5 860 
INVESTMENTS, AT COST 0 ca Ill 
FIXED Assets (NoTE 9) 52 080 | 48 025 
INTANGIBLE AND OTHER ASSETS (NoTE 10) 4573 6 196 } 
Future Income TAXES (NOTE 5) AOU MATT SEI PP a 
153501 149882 
TPF TT TSU TT SDN PPT vv aTTPvuS UD yo vod FUT EU EW TET TUH av PuUv vid vu VH TUT NUUUITVTUTTUGHGD gg PTO TBBUT ToT PDT TT VT TTT TTT UV TT TTT TTT ITT 
LIABILITIES | 
CURRENT LIABILITIES | 
BANK OVERDRAFT 4 069 
BANK LOANS (Note 11) | 23 937 
ACCOUNTS PAYABLE AND ACCRUALS | 23 706 
CURRENT INCOME TAXES | 0 i 
____ CURRENT PORTION OF LONG-TERM DEBT (NoTE 12) ih | 1093 
58 805 
LONG-TERM DEBT (NoTE 12) | 40 247 
OTHER LONG-TERM LIABILITIES 1 920 
FUTURE INCOME TAXES (NoTE 5) | 4980 
MINORITY INTEREST | UTA a2 
yl WA ih 106 480 
SHAREHOLDERS’ EQUITY 
CapiTAL stock (Note 13) 22 516 
CONTRIBUTED SURPLUS 8 017 
RETAINED EARNINGS st 2 869. 
| HUTSON 
| 153 501 | 149 882 


Commitments (Note 15) 


The accompanying notes are an integral part of these consolidated financial statements. 


EAL 3B—-> Mi poe dr: 


On behalf of the Board of Directors, Bernard Bélanger, Director Marc-Yvan Cote, Director 
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NoTeES TO CONSOLIDATED FINANCIAL STATEMENTS 
as at June 1, 2002, and June 2, 2001 


(the tables are in thousands of dollars, except for amounts per share) 


1 - GOVERNING STATUTE 
Premier Tech Ltd. ("the Company’) is incorporated under the Canada Business Corporation Act. 


2 - ACCOUNTING POLICIES 
Basis of consolidation 


The consolidated financial statements include the accounts of the Company and its subsidiaries: Premier Horticulture Ltd. (which owns 
Premier Horticulture inc.), Premier Tech 2000 Ltd. (which owns Premier Tech Industriel inc., Premier Tech Industriel Europe ltée, Premier 
Tech Packaging GmbH, Erin Systems Ltd., Erin Systems, Inc., Erin Systems Ireland Ltd.), Premier Tech Inc., Richard Simon Ltd. and Premier 
Tech Composites inc. 


Use of estimates 


Under Canadian generally accepted accounting principles for the preparation of financial statements, management is required to make 
estimates and assumptions that affect the reported asset and liability amounts, the presentation of assets and contingent liabilities as at 
the date of the financial statements, and the reported amounts of revenues and expenses during the year. Actual results may differ from 
these estimates. 


Cash and cash equivalents 


Cash and cash equivalents consist of cash, the bank overdraft and highly liquid financial instruments maturing within three months. Bank 
loans representing credit lines are considered to be a financing activity and are not included in the cash and cash equivalents. 


Inventory valuation 


Finished products and work in process are valued at the lower of cost and net realizable value, and raw materials, at the lower of cost and 
replacement cost. Cost is determined on a first-in, first-out basis. 


Investments 


Investments are accounted for at cost. 


I= amin 


Fixed assets 


Fixed assets are accounted for at cost and depreciated over their estimated useful lives according to the following methods and rates: 


Land improvements, paving and access roads Declining balance 5% and 10% 
Buildings Declining balance 5% to 20% 
Machinery and equipment Declining balance 15% to 20% 
Furniture, fixtures and automotive equipment Declining balance 20% to 30% 
Computer equipment Straight line 30 months and 5 years 


Depletion of peat reserves is calculated on a straight-line basis over 15- and 25-year periods. 


Intangible and other assets 

Intangible and other assets are accounted for at cost. 

Mining rights are amortized on a straight-line basis over 15- and 25-year periods from the start-up of operations on the lots. 
Goodwill is amortized on a straight-line basis over periods not exceeding 10 years. 


Capitalized development expenses are amortized on a straight-line basis over a 3-year period beginning at the moment of commercial pro- 
duction of the product. 


Licences are amortized on a straight-line basis over 4-year periods until 2003. 
Financing costs are amortized on a straight-line basis over periods not exceeding 5 years. 
Other assets are amortized on a straight-line basis over periods not exceeding 5 years. 


The Company annually evaluates the fair value and expected period of benefits of the carrying value of its assets. Fair value is determined 
according to related sales to customers and estimated future operating income from estimated sales. 


Government grants 

Government grants and investment tax credits related to the acquisition of fixed assets and to development costs ($2 177 559 in 2002; 
$1 097 108 in 2001) are applied against these accounts and amortized on the same basis. Government grants and investment tax credits 
related to scientific research ($3 013 758 in 2002; $3 228 649 in 2001) are applied against these expenses in the financial results. 


aS 
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2 - ACCOUNTING POLICIES CcontTiINveD) 

Foreign currency translation 

The financial statements of the foreign subsidiaries and currency transactions have been translated in accordance with the temporal method, 
according to which monetary assets and liabilities are translated at the rate prevailing at the balance sheet date. Other assets and liabilities 
are translated at historical rates. Revenue and expense items are translated at the average exchange rate for the year, except for deprecia- 
tion and amortization, which are translated at historical rates. 


Revenue recognition 


Revenue from contracts is accounted for on a completed contract basis. In accordance with this accounting method, revenue from con- 
tracts and profits are not accounted for until the contract has been completed. Outstanding contracts are valued at the lower of cost 
and net realizable value. Cost includes labour, raw materials and general expenses. Losses are accounted for as soon as they can be esti- 
mated. 


Stock option plan 


In accordance with the stock option plan offered by the Company, options are granted to certain officers and employees of the Company 
for the purchase of Class A subordinated voting shares. No expenses are accounted for at the time of granting of options or issuance of 
shares. Considerations received when these options are exercised are accounted for in the capital stock. 


CHANGE IN ACCOUNTING POLICY 
Earnings per share 
On June 3, 2001, the Company adopted the new requirements under CICA Handbook Section 3500 (Earnings Per Share). Accordingly, the 


treasury stock method is now used to determine the dilutive effect of potential subordinated voting shares. Diluted earnings per share for 
each of the contemplated fiscal years have been calculated using the treasury stock method. 


The change in the method used to determine earnings per share had no effect on the fully diluted earnings per share of fiscal year 2001. 


3 - RELATED PARTY TRANSACTIONS 


During the year, management fees in the amount of $6 197 316 ($5 808 480 in 2001), including remuneration of administrative personnel, tra- 


vel expenses and payroll service charges, were paid to a company under common control. These operations have been accounted for at 
exchange value. 


4 - DEPRECIATION AND AMORTIZATION 


j 2002 2001 i 
SussESTESIESE NESTS SUENSnIINT OI UnnI NEE STEEENESEEEEEEETTEE TEENIE EERE EERE 7 i $ $ i 
DEPRECIATION OF FIXED ASSETS | 6 083 i 5 930 
AMORTIZATION OF INTANGIBLE ASSETS 558 : 471 
AMORTIZATION OF OTHER ASSETS 2 098 1774 


5 - INCOME TAXES 
The income tax expenses shown in the statement of earnings break down as follows: 


| 2002 2001 i 
| INCOME INCOME i 
| TAXES PERCENTAGE i TAXES PERCENTAGE 
: $ Yo | $ % 
INCOME TAXES BASED ON STATUTORY RATES 3 050 36.33 1 395 38.27 
DIFFERENCE BETWEEN STATUTORY RATES IN CANADA 
AND RATES APPLICABLE TO THE FOREIGN SUBSIDIARIES 62 0.74 H 30 0.83 
NON-DEDUCTIBLE EXPENSES : 210 2.50 i 107 2.93 
ParT 1.3 TAX ON LARGE CORPORATIONS 175 2.09 | 201 5.52 
ADJUSTMENT TO FUTURE INCOME TAXES FOLLOWING A RATE CUT 0 0.00 (339) (9.30) 
RECOVERY OF CURRENT INCOME TAXES ARISING FROM PRIOR YEARS’ 
ADJUSTMENTS IN INVESTMENT TAX CREDITS AND DEDUCTIONS 
FOR MANUFACTURING AND PROCESSING PROFITS | 98 1.16 i (574) (15.76) 
OTHER OE ZA AeA gee 
STINE A Hu Baa rege | a SSN 


The future net income taxes shown in the balance sheet include the following temporary differences: 


| 2002 | 2001 

| $ HS | 
INVESTMENT TAX CREDITS (857) (S29) int 
DIFFERENCE BETWEEN ACCOUNTING AND TAX VALUE OF FIXED ASSETS (2591) (2501) | 
EXPERIMENTAL RESEARCH AND DEVELOPMENT COSTS AND LOSSES CARRIED OVER 2 466 i 2 385 i 

i (910) (1065) | 
FUTURE TAX ASSET REALIZABLE IN THE SHORT TERM i 315 249 
FUTURE TAX ASSET REALIZABLE IN THE LONG TERM 3 409 3 666 
FUTURE TAX LIABILITY REALIZABLE IN THE LONG TERM uA AU UP > 
Le eet Me eva aa eee ee eteeetbetcecta el | (g10) (1 068) 
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6 - EARNINGS PER SHARE 


2002 2001 
cs ars 
WEIGHTED AVERAGE NUMBER OF OUTSTANDING SHARES i i 
CLass A SUBORDINATED VOTING 15 185 779 : 15 135 736 
Class B MULTIPLE VOTING WIL | SITET eT SCA BN eT Wp8Se ailing 
UNSEAT ! NIG 043.695 uous ati S Oy 
FULLY DILUTED EARNINGS PER SHARE 0.29 0.19 


ae 


DILUTIVE EFFECT OF STOCK OPTIONS LTC TA TN Ts ese iC a ea i 
16 080 676 15 994 150 


7 - BUSINESS ACQUISITION 
During the previous year, the Company acquired a 60% interest in Plastique Joliette inc. The acquisition was accounted for according to the 


purchase method. The subsidiary'’s operating results are presented in the consolidated financial statements as of the date of acquisition. 
Following the acquisition, the name of the company was changed to Premier Tech Composites inc. 


2001 
$ 
ACQUIRED ASSETS 
NON-CASH WORKING CAPITAL ITEMS 184 
FIXED ASSETS 503 
INTANGIBLE AND OTHER ASSETS | 42 
ud \ A804, 
ASSUMED LIABILITIES 
LONG-TERM DEBT 384 
FUTURE INCOME TAXES 5 
MINORITY INTEREST MU | \ Mu UN ul MUM a at LITE WAN INVTHU ECR re LeU UE _299 
L 688 
NET ASSETS ACQUIRED i | } | | rt | 116 


ConsIDERATION 
CASH 116 


8 - ACCOUNTS RECEIVABLE 


2002 2001 
TRADE ACCOUNTS RECEIVABLE 35 756 39 750 
GOVERNMENT GRANTS 3 146 647 
DEPOSITS ON CONTRACTS 
COMPANY UNDER COMMON CONTROL 200 400 
INCOME TAXES RECEIVABLE 0 678 
41 160 43 477 
9 - FIXED ASSETS 
2002 2001 
ACCUMULATED ACCUMULATED 
Cost DEPRECIATION NET i Cost DEPRECIATION NET 
$ $ $ 
LAND 1671 0 1671 } 1685 0 1 685 
PEAT RESERVES 15 861 9 733 6 128 15 354 9 390 5 964 
LAND IMPROVEMENTS, PAVING AND ACCESS ROADS 4 229 1394 2 835 3 653 1212 2 441 
BUILDINGS 24 653 8 907 15 746 23 033 8 141 14 892 
MACHINERY AND EQUIPMENT 48 593 28 097 20 496 41 762 26 239 15 523 
FURNITURE, FIXTURES AND COMPUTER EQUIPMENT 9 834 6 394 3 440 9 302 5141 4 161 
AUTOMOTIVE EQUIPMENT 11 021 9 257 1764 10 938 8 875 2 063 
ASSETS UNDER CONSTRUCTION 0 HUG!) | oO i 1 296 0 1 296° 
HST NNT ETD 115 862 63 782 52 080 107 023 58 998 48 025 
10 - INTANGIBLE AND OTHER ASSETS 
2002 2001 
INTANGIBLE ASSETS 
MINING RIGHTS 1 158 1 158 
ACCUMULATED AMORTIZATION UT 114 103 _ 
His peavonAT HUA TANET ETAT RTT ARRAN AT TTPO 1044 1 055 
Goopwitt 816 832 
DEVELOPMENT COSTS 1811 2 452 
LICENCES | 98 575 
DEFERRED FINANCING COSTS 283 526 
4 573 i 6 196 


During the year, the Company capitalized development costs in the amount of $825 757 ($1 326 346 in 2001). 


11 - BANK LOANS 

A bank loan of $11 085 640 ($7 255 000 US) ($9 971 774 [$6 495 000 US] in 2001) is secured by accounts receivable and inventories of the sub- 
sidiary Premier Horticulture inc., amounting to $21 999 999 ($14 397 905 US) ($24 238 782 [$15 787 652 US] in 2001). A bank loan of $748 766 
($490 030 US) ($1 533 206 [$998 636 US] in 2001) is secured by accounts receivable and inventories of the subsidiary Erin Systems, Inc., 
amounting to $1 850 397 ($1 210 933 US) ($4 331 086 [$2 821 003 US] in 2001). The securities relating to the other bank loans are the same as 
those assigned to secure the term loans (Note 12 a). 

As at June 1, 2002, the Company and its subsidiaries had authorized bank loans totalling $37 752 000 ($9 000 000 US and $24 000 000 CAN), 
bearing interest at either the Canadian prime rate plus 1.25%, the US prime rate plus 0.25% to 1.25%, the LIBOR rate plus 2% or the bankers’ 
acceptance rate plus 2%. 

At year-end, the bank loans were used as follows: 


2002 2001 
$ $ 
LIBOR anvances ($7 000 000 US In 2002; $1 000 000 US in 2001) 10 696 H 1 535 
US PRIME RATE ADVANCES ($745 030 US In 2002; $7 081 636 US IN 2001) i 1 138 i 10 873 
CANADIAN PRIME RATE ADVANCES 3 354 10 529 
BANKERS’ ACCEPTANCES iu | OU At 1000 
15 188 23 937 
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12 - LONG-TERM DEBT 


CuRRENT PORTION 2002 { 2001 

$ ‘is AE: 
TERM LOAN, INITIAL AMOUNT OF $30 000 000, AT EITHER FIXED RATE ADVANCES VARYING FROM 8.05% To 8.9% 
OR VARIABLE RATE ADVANCES VARYING FROM PRIME RATE PLUS 1.75% TO 3% OR AT BANKERS’ ACCEPTANCES, i i 
REPAYABLE IN MONTHLY INSTALMENTS OF $250 000, PLUS INTEREST, MATURING IN 2004 (Note 12 a) i 3 000 18 000 21 000 


TERM LOAN, INITIAL AMOUNT OF $15 000 000, AT EITHER FIXED RATE ADVANCES VARYING FROM 9.625% 
TO 10.15% OR VARIABLE RATE ADVANCES VARYING FROM PRIME RATE PLUS 1.75% TO 3% OR AT BANKERS’ i 
ACCEPTANCES, REPAYABLE IN MONTHLY INSTALMENTS OF $159 742, PLUS INTEREST, MATURING IN 2004 (NoTE 12 a) | 1917 11 166 i 13 119 


TERM LOAN, INITIAL AMOUNT OF $11 867 500, AT VARIABLE RATE ADVANCES VARYING FROM PRIME RATE 
PLUS 2.25% TO 3.25% OR AT BANKERS’ ACCEPTANCES, REPAYABLE IN MONTHLY INSTALMENTS OF $123 620, i i 
PLUS INTEREST, MATURING IN 2006 (NoTE 12 a) | 1484 10752 3 500 


LOAN, SECURED BY A MORTGAGE ON FIXED ASSETS WITH A NET BOOK VALUE OF $1 872 187, AND A COMMERCIAL 

PLEDGE ON CERTAIN INVENTORIES, REPAYABLE IN MONTHLY INSTALMENTS OF $47 620, PLUS INTEREST, 

FROM NovemBeR 2002 To OcToBer 2005, WHEN THE BALANCE OF $2 285 680 BECOMES PAYABLE, i 

BEARING MAXIMUM INTEREST OF 6.55%, MATURING IN 2005 (NoTE 12 b) ; 333 4 000 i 4000 


LOAN, TOTAL AMOUNT OF $4 000 000, SECURED BY A MORTGAGE ON LAND AND A BUILDING WITH A NET 

BOOK VALUE OF $2 944 288 AND A MORTGAGE ON THE UNIVERSALITY OF PRESENT AND FUTURE PROPERTY, 

MOVABLE AND IMMOVABLE, OF PREMIER TECH INDUSTRIEL INC. AND AN "INVESTISSEMENT QUEBEC” CERTIFICATE 

OF GUARANTEE, REPAYABLE IN MONTHLY INSTALMENTS OF $33 333, PLUS INTEREST, i | 

BEARING INTEREST AT THE BASE RATE PLUS 0.75%, MATURING IN 2012 400 3 833 i 4000 


NOTES PAYABLE, SECURED BY CERTAIN FIXED ASSETS, RATE VARYING FROM 0.9% TO 14.26%, 
REPAYABLE IN TOTAL MONTHLY INSTALMENTS OF $93 015, CAPITAL AND, INTEREST, MATURING ON VARIOUS DATES i 
608 1401 i 1721 


FROM 2002 To 2007 
i i Waizaaiiiiiilh 49 152 47 340 
CURRENT PORTION = u 1 TT42, WW 7 093 
41410 40 247 


(Note 12 a) Term loans and bank loans are secured by a first mortgage on the universality of present and future property, movable and immovable, of the Company and its sub- 
sidiaries Premier Horticulture Ltd. and Premier Tech 2000 Ltd. In accordance with the conditions of the loan agreement, the Company is also subject to certain covenants with 
regard to the maintenance of financial ratios. Those convenants were respected as at June 1, 2002. 

(Note 12 b) The effective interest rate of this loan will be determined as according to the number of jobs created at the fifth anniversary of the loan’s disbursement, but will not at 
any time exceed 6.55% per year. Furthermore, at the fifth anniversary of the loan's disbursement, the projected balance of $3 428 560 shall correspond, at most, to the percentage 
represented by the number of jobs created over 185, the whole applied to the original amount of the loan. Any variance between the previous calculation and the balance of 
$3 428 560 must be reimbursed on an anticipated basis to the creditor in the 90 days following the anniversary date. 


36 i 


12 - LONG-TERM DEBT (continueo) 
Repayments on the long-term debt over the next five fiscal years are as follows: 


2003 2004 2005 2006 2007 TOTAL 
$ $ $ $ $ $ 
7 742 7772 21 944 4512 5 309 47 279 


13 - CAPITAL STOCK 

Authorized 

Unlimited number of participating Class A subordinated voting shares, without par value. 

Unlimited number of participating Class B multiple voting shares, with 10 votes per share, without par value. 

Unlimited number of non-participating Class A and B non-voting preferred shares, issuable in series, without par value. 


ISSUED AND OUTSTANDING i 2002 2001 
$ $ 
15 185 995 CLass A SUBORDINATED VOTING SHARES (15 185 595 IN 2001) 21 192 21 191 
857 700 CLass B MULTIPLE VOTING SHARES (858 100 IN 2001) 0 NSE a yl HA Ju UM $0 ek UT 2 
22 516 22 516 


During fiscal year 2002, the Company converted 400 Class B multiple voting shares to 400 Class A subordinated voting shares. 


During the previous fiscal year, the Company issued 132 000 Class A subordinated voting shares in consideration of $66 000, and converted 
1 650 Class B multiple voting shares to 1 650 Class A subordinated voting shares. 


14 - STOCK OPTION PLAN 


In accordance with the Company's stock option plan, options are granted to certain officers and employees of the Company for the pur- 
chase of Class A subordinated voting shares. The subscription price is equal to the quoted price of the Class A subordinated voting share 
less, at the discretion of the directors, the maximum allowance permitted by regulation. The options may be granted for a period not 


exceeding 10 years. 
Options issued and outstanding as at June 1, 2002, are as follows: 


DATE SUBSCRIPTION NuMBER 
GRANTED Periop PRICE TOTAL EXERCISABLE 
$ 
Aprit 22, 1998 7 YEARS (1 AND 2) 1.82 352 275 352 275 
Aprit 18,2001 NUH 7 YEARS (1) 2.00 740 000 370000 
pale ed ET HE su MOET err 
During the year, the number of options varied as follows: 
2002 2001 
Numeer WEIGHTED-AVERAGE NuMBER WEIGHTED-AVERAGE 
OF OPTIONS EXERCISE PRICE OF OPTIONS EXERCISE PRICE 
$ $ 
BALANCE, AT BEGINNING OF YEAR 1092 275 1.94 484 275 1.46 
GRANTED 0 0.00 740 000 2.00 
EXERCISED 0 0.00 (132 000) 0.50 
CANCELLED AUT ACN 0.00 WA Le HANA 0.00 
BALANCE, AT END OF YEAR ITN IMNMNIN TTT TTT TTA ATTN 1092 275 1.94 1092 275 1.94 


(1) The right to exercise these options is acquired on the basis of 25% annually during the first four years. 
(2) Granted at $2.00 and adjusted to $1.82 on December 22, 1999, through a change to the stock option plan. 
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15 - COMMITMENTS 


The Company is committed to paying a total of $7 031 722 under operating leases expiring on various dates up to 2007. Minimum future pay- 
ments amount to: 


2003 2004 2005 2006 2007 TOTAL 
$ $ $ $ $ $ 
3 036 2219 1186 457 134 7 032 


In accordance with its grants and royalty agreements, the Company is committed to paying licence fees, under certain conditions and to 
some partners, beginning with its fiscal year ending in 2001 through the year ending in 2014. These licence fees are established on the basis 
of the sales arising from the R&D work carried out with these grants and licence fee contributions. As at June 1, 2002, the Company had 
received $9 807 301 under its agreements. 


16 - FINANCIAL INSTRUMENTS AND CREDIT RISK 
Fair value 


Financial instruments are accounted for at their historical cost, which, unless otherwise indicated, is approximately equal to their fair 
value. The fair value is calculated based on discounted cash flows using quoted market rates. 


Financial instruments having a different fair value from their book value are as follows: 


2002 i 2001 
Book Fair i Book FAIR 
VALUE VALUE i VALUE VALUE 
$ $ ' $ $ 
FIXED RATE LONG-TERM DEBT 19 086 19 724 24 343 24 516 i 


The Company manages its exposure to foreign exchange rate fluctuations using forward exchange contracts. To that end, the Company has 
entered into foreign exchange contracts to hedge against exposure to fluctuations in raw material costs, operating expenses and income 
from foreign currency sales. These contracts expire from June 2002 to June 2003 and are accounted for at the exchange rate of the hedg- 
ing contract. 


The amounts related to outstanding foreign exchange contracts at year-end are as follows: 


Currency 

(soto $US/ NomiNnaL SALES OF FOREIGN CURRENCY CONVERTED AT 

PURCHASED $CAN) VALUE MarurineG CONTRACT RATES YEAR-END RATE DIFFERENCE (a) 
$us $ $ $ 

2002 WN 6 S50 NIN Obes 2003 HINA RUN SAGA Se 

2001 48 050 2001-2002 71711 73 960 (2 249) 


(a) These amounts represent the global monetary value on which each contract is based. They do not represent a financial advantage or risk, or debts related to the Company's 
assets and liabilities. 


Credit risk 


The Company, in the normal course of business, monitors the financial condition of its customers and reviews the credit history of each new 
customer. The Company establishes an allowance for bad debts in order to cover the specific credit risk of its customers, historical trends 
and other information on the state of the economy. 

The Company believes that the product type and geographical diversity of its customer base serves to reduce the impact of sudden fluctu- 
ations in local markets and reduce its credit risk. 


The Company does not believe that it is exposed to an unusual level of customer credit risk. 


17 - SEGMENTED INFORMATION 
The segmented information is based on the way that management organizes the different sectors within the business for the purpose of 
making operating decisions and assessing performance. 

The Company operates in four significant segments as described below. Each segment offers different products and services and requires 
different marketing strategies. Below is a brief description of the operations of each of the Company’s significant segments: 

The business unit Premier Horticulture (PHL) specializes in the harvesting, screening, packaging and distribution of sphagnum peat moss 
and various growing media, as well as bagged soils, composts and potting mixes. 

The business unit Premier Tech Packaging (PTP) specializes in the development, manufacturing and marketing of packaging, handling and 
palletization systems. 

The business unit Erin Systems (ESL) specializes in the development, manufacturing and marketing of mobile and fixed screening systems 
and equipment for organic and inorganic material. 

The business unit Premier Tech Environment (PTE) specializes in decentralized wastewater treatment. 

The accounting policies of the reportable segments are the same as those described in Note 2 "Accounting Policies". The Company eva- 
luates performance based on net income. Segment assets are those used directly in segment operations. Eliminations are primarily the 
result of inter-segment sales from PTP and ESL and the amortization of unrealized inter-segment profits on fixed assets acquired by PHL. 
The fiscal impact of these adjustments is reflected in the Company's consolidated fiscal charge. Inter-segment transactions are accounted 
for at exchange value. 

During the year, the Company posted export sales amounting to $136 897 860 ($135 304 460 in 2001). The Company's sales are as follows: 


| 2002 2001 | 
$ % | $ % | 
CANADA 46 325 2513 il 37 109 2A |) 
United States 113 772 62.1 i 113 105 65.6 
OTHER COUNTRI TU 28 26 WIN A: UI UN 2221200 LL HU 2.8 
ATR RATT | 183 223 100.0 172 414 100.0 
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17 - SEGMENTED INFORMATION CcontTinuebd) 


Information pertaining to segmented earnings 


CONSOLIDATED PHL PTP ESL PTE OTHER (a) 
AMOUNTS i 
2002 2001. 2002 2001 | 2002 200 2002 2001 | 2002 2001 | 2002 2001 | 
$ $ i$ $ i$ $ $ $ $ i$ $ i 
REVENUE FROM 
SALES TO CUSTOMERS 183 223. 172414 110009 113464 28645 25334 19381 17824 13105 1411 617 
INTER-SEGMENT SALES AIO AUDA AT A SU UU STONETALON 20 NON 61a) S78): 
UTE 183 223 172.414 110 408 114061 33 518 | 26144 20245 17.856 13 105 (4.703) (4.556) 
EARNINGS (LOSS) BEFORE i i 
__THE FOLLOWING ITEMS 23.483 19.442 16.423 149144 259 3490 2180891684 (1580) (633). 
DEPRECIATION OF FIXED ASSETS 6 083 5 930 4 628 4 692 598 259 304 353 242° 245 79 
AMORTIZATION OF INTANGIBLE | i 
_AND OTHER ASSETS 265602 245 TB 5 190858 049s 960) i 50 2B 382 284 
UTS 8739 8175, 46438 4 707, 1788 1571, 1308 1264; 403270 597 363 
SEGMENTED EARNINGS (LOSS) 4744 17 26711780 488 
SCIENTIFIC RESEARCH EXPENSES 1010 1 533 | 
FINANCIAL EXPENSES MNS SSS MUNG IOOO AN TAN 
LUAU Sc (ie saa (ees IT 
EARNINGS BEFORE INCOME TAXES 8 395 3 644 
INCOME TAXES WET CAINE i UUM EST aa 
NET EARNINGS 4618 3017. 
Segmented balance sheet information 
CONSOLIDATED PHL PTP ESL PTE OTHER (a) 
AMOUNTS i i i | i 
2002 2001, 2002 200 2002 2001 ‘2002 2001. 2002 2001. 2002 2001 
| §$ $ | $ $ $ $ i $ $ | $ $ ' $ $ 
TOTAL ASSETS 153501 149 882. 97087 9476 22 234 20 642 16892 17410 10259 10198 7029 6 866 
ACQUISITIONS OF FIXED ASSETS 11 210 8 983, 9 842 6 918. 306 805. 208 243 643 943. 211 74 


(a) Includes the other business units, whose sales represent less than 10% of the total sales figure, and other consolidation items. 


18 - FISCAL YEAR 


The date on which the Company's fiscal year ends varies from one year to the next and is established according to a six-year cycle con- 
sisting of five years of 52 weeks and one year of 53 weeks. The year ended June 1, 2002, covers a period of 52 weeks, whereas the year 
ended June 2, 2001, consisted of 53 weeks. 


19- COMPARATIVE FIGURES 


Certain reclassifications have been made to the prior year's financial statements in order to conform to the presentation adopted in 2002. 


CORPORATE INFORMATION 


CORPORATE OFFICE INTERNET AND ELECTRONIC MAIL 
1, avenue Premier Premier Tech maintains a web site on 
Riviére-du-Loup, Québec G5R 6C1 the Internet at the following address: 
CANADA www.premiertech.com 

AUDITORS There you can learn about the 

Samson Bélair/Deloitte & Touche Company's complete line of products 
Montréal, Québec supported by technical data sheets, 


links and various tips. 


R AGENT AND 
BRANSFER Shareholders and investors looking for 


REGISTAR information on the Company and its 

National Bank Trust Inc. business units can contact Premier Tech 

Montréal, Québec by electronic mail at the following 
address: 

STOCK EXCHANGE LISTING investors@premiertech.com 


Class A subordinated voting shares of 
Premier Tech are listed on the Toronto 
Stock Exchange under PTL.A. 


Une version frangaise est disponible 
aupres du Secrétaire de la Société, 
Premier Tech Itée 

1, avenue Premier 

Riviére-du-Loup (Québec) G5R 6C1 
CANADA 
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